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FN 281: Assignment 4

1)What types of expenses can be lowered or eliminated during retirement?

After retired the main source of major income will suddenly disappear since we didn’t work and receive salary, so we need to reallocate some of expense to match the capacity of ourselves therefore we need to cut some expense during retirement.
	The first type is the expense for transportation since after retirement you didn’t have to go outside everyday you compare to the time that you still work you need to go outside for the work everyday. 
	The second thing is the entertainment expense. After the retirement you will have less occasion to hangout on Friday night because your age is grow up and the chance that you will see your colleague will decrease so this expense can be lower during the period of retirement.

2) What types of expenses might increase during retirement?

Obviously the medical care expense will sharply increase during the retirement because you getting older the chance that your health will go bad is higher so you will spend more on the medical and health care related during the retirement.
The second type of expense that might increase during retirement is utility fee since after you retired most of the time you spend will at home when compare to the time that you work most of the time you spend will be at your office or company, therefore utility expense can be higher during period of retirement. 

3) Explain the difference between a defined-contribution and defined benefit plan.
	
	Defined benefit plan or a pension which provide by employers is a retirement account for each employee that will receive a benefit when they retired. employers provide employees a specific retirement benefit based on salary and years of service. Defined benefit plans can be funded exclusively by employer contributions, or require employee contributions. Defined benefit will provide the pension that will base on average last 5 years salary and year of work, it also include the disabilty and death benefit.  
[bookmark: _GoBack]	For defined-cintribution, it provide a means for both employees and employers to contribute a steady stream of revenue into the participant’s retirement account. The employee can choose the fund that match their criteria but it depends on the offer from employer. The employer can use the contribution as a incentive for employee to work with them for a long period. Defined contribution plans do not provide death and disability benefits which different from the defined benefit plan.
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